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IFC Investment in India 


It was announced on February 9 that the Interna- 
tional Finance Corporation has agreed to invest 
$1,500,000 in the Republic Forge Company, Ltd., a 
new Indian company, for the construction and opera- 
tion of a steel forging plant. Republic Forge is entirely 
owned by a group of Indian businessmen. 

The forging plant, to be located near Hyderabad, is 
designed for two phases of growth starting at 5,000 
tons of annual production and increasing to 12,000 
tons by 1964; its production will serve industries manu- 
facturing trucks, internal combustion engines, automo- 
biles, railway equipment, and a variety of other engi- 
neering products. 

Republic Forge has had the assistance of Bayles and 
Associates, management consultants of Pittsburgh, in 
planning the enterprise and has entered into a technical 
assistance agreement with The Steel Improvement & 


Forge Company of Cleveland, Ohio. This company 
will supervise the plant layout and equipment, train 
employees from Republic Forge, recruit supervisory 
personnel, as well as provide technical assistance and 
“know-how” after the plant is in production. 

IFC’s investment of $1,500,000, together with an 
investment of the company, will be in dollar notes bear- 
ing interest at 7 per cent. The notes will mature 
between 1966 and 1971 and may be redeemed at any 
time. In addition, after four years IFC will receive 
contingent interest payable in Indian rupees depending 
on the amount of earnings. IFC will also have an 
option to subscribe at par to ordinary shares of Republic 
Forge. The IFC commitment is subject to completion 
of the necessary legal formalities. 


Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., February 9, 1959. 





Wheat Supplies and Exports of Major Exporting Countries 
Canada’s wheat exports during the first four months 
(August-November) of the current crop year were 98 
million bushels, 6 per cent less than in the same period 
of the preceding crop year. Exports of Argentina and 
Australia also decreased, but those of the United States 
rose by 5 per cent. Total wheat exports of the four 
countries were some 4 per cent below the 299 million 
bushels exported during the same months of 1957. 
Wheat supplies on December 1, 1958 amounted to 2.37 
billion bushels, 16 per cent more than a year earlier. 
Notwithstanding higher exports in the four months, 
supplies in the United States were 40 per cent higher 
than in the earlier year; Canada’s supplies were reduced 
by 12 per cent; those of Australia were less than half 
the amount reported for December 1, 1957; and sup- 
plies in Argentina decreased slightly. 
Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, January 20, 1959. 


Europe 


European Monetary Fund Credits 

The European Monetary Fund (EMF; see this News 
Survey, Vol. XI, pp. 239-40) started its lending opera- 
tions with two credits granted to Turkey and Greece of 
21.5 million units of account and 15 million units of 


account (1 unit of account=1 U.S. dollar), respectively. 
The amounts of these credits are equal to the unused 
borrowing rights which Turkey and Greece had under 
the European Payments Union at the time of its disso- 
lution on December 27, 1958. The EMF credits will 
bear interest at 3.50 per cent per annum and a service 
charge of % of 1 per cent on the undrawn part of the 
credits. All payments and repayments shall be made in 
gold (at the Bank of England in London) within a two- 
year period. 

Sources: Agence Economique et Financiére, Brussels, 
Belgium, February 1 and 2, 1959; Econo- 
mikos Tachydromos, Athens, Greece, Febru- 
ary 5, 1959. 


External Convertibility for Sterling 

In moving the second reading of the European Mone- 
tary Agreement Bill on January 28, Mr. Heathcoat 
Amory, the Chancellor of the Exchequer, said that the 
steps taken on December 29 to establish the external 
convertibility of sterling would not in practice place a 
greater strain on sterling reserves nor would there be 
any greater need to keep the economy free from infla- 
tion than there would have been in any event if confi- 
dence in sterling was to be maintained. It is not 
intended in any way to change the declared parity of 
sterling or the margins of the dollar-sterling exchange 
rate. There has been no change in the control of capital 
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transfers outside the sterling area. Exchange control 
remains and will be operated as U.K. interests and 
requirements from time to time dictate. The move does 
not mean any change in the current policy of removal 
of discriminatory quota restrictions against the dollar 
area. The policy on trade will continue to be as it was 
announced at Montreal. The Government's intention 
is to see the program for the removal of discrimination 
on dollar imports well launched before a move is made 
from the postwar transitional provisions of the Inter- 
national Monetary Fund, Article XIV, to the perma- 
nent provisions of Article VIII. That move would make 
sterling de jure convertible in the full sense of the Inter- 
national Monetary Fund. Sterling reserves at present 
are £1,100 million, and there is also an IMF stand-by 
of about £265 million. Against this there are potential 
short-term obligations to the IMF of £260 million, 
which include £60 million on account of the new 
increased quota and repayments of £200 million to be 
made over the next three years. When these repay- 
ments are made, the United Kingdom will have substan- 
tially increased its drawing rights in the Fund, which 
will increase its second-line reserves. In the longer 


term, repayment of $250 million to the Export-Import 
Bank is due between 1960 and 1965. Sterling balances 
now amount to less than £3,300 million, much of which 
is invested on long term or held for development plans 


and not likely to be spent quickly. Only about £700 
million is held outside the sterling area. The relation 
between reserves and liabilities is much better than at 
any time since the end of the war. 

Mr. Gaitskell, the Leader of the Opposition, said that 
it was a great pity to scrap the European Payments 
Union without any attempt to introduce the principle 
of automatic credit, in a limited degree, in a wider 
international monetary association. The effect of the 
changes that have been made is bound to hold back 
expansion in Europe and tend to check recovery there. 
Flexibility in the transferable exchange rate is the best 
way of catching out the speculator. It is doubtful 
whether there will now be the same restraint on the part 
of the United Kingdom’s partners in the sterling area 
in restricting their demands for dollars. Even the pres- 
ent controls are inadequate, and instead of taking relaxa- 
tion still further, it would have been good if the Gov- 
ernment had tried to tighten them. Mr. Gaitskell con- 
cluded that much as the Opposition disagrees with the 
Government's decision, they will have to do their best 
to work it. They are, however, absolutely opposed to 
any further measure of decontrol in this field, and will 
take the strongest measures against any British citizens 
who try to evade control and speculate against the 
pound. 


Source: The Times, London, England, January 29, 
1959. 


United Kingdom Reserves 

The gold and convertible currency reserves of the 
United Kingdom rose in January by £15 million to 
£1,111 million on January 31. This was the first full 
month since sterling was made convertible for nonresi- 
dents. Special payments during the month included £30 
million to the European Payments Union in respect of 
transactions in December and £1 million was paid to 
creditors in bilateral settlements. 

The increase in reserves was officially stated to be 
“quite satisfactory.” It partly reflected the improving 
seasonal trend which is usual at this time of the year. 
Foreign payments for such commodities as wool and 
cocoa tend to increase in the early months of the year. 
The improvement in reserves also reflected the growing 
confidence shown in sterling since the unification of the 
transferable and official rates at the end of December. 
At the close of business on February 3, the dollar rate 
closed at $2.81 14,4, the best level since June 1958. 
Finally, reserves also benefited from the buying of 
British Aluminium shares in the stock market by Rey- 
nolds Metals early in the month. The shares bought by 
the American company are believed to have brought 
£13 million and, since only a small part of this can have 
been paid for with security sterling, it is estimated that 
reserves may have benefited to the extent of rather less 
than £10 million. 


Sources: The Times and The Financial Times, London, 
England, February 4, 1959. 


Industrial Output in the United Kingdom 


The official index of industrial output in the United 
Kingdom during December 1958 provides further evi- 
dence that output in general turned upward in the 
closing months of the year. The preliminary index for 
all industries in December is 105-106 (1954=100), 
compared with 105 in December 1957. This is the first 
time since March of last year that the index was above 
the corresponding monthly figure for 1957. Between 
May and September 1958, industrial activity was run- 
ning some 3 or 4 per cent below that in 1957, but by 
October and November the gap had been narrowed to 
1 per cent. The Midland Bank’s index of business 
turnover shows similar signs of revival in the fourth 
quarter of 1958. This index is based on figures of the 
total drawings on current account with the bank (exclud- 
ing those kept at a small number of branches in the City 
of London, where the turnover is dominated by money 
market and other financial transactions). The index 
for the fourth quarter is 160 (1950=100), against 151 
in the third quarter, 159 in the second, and 161 in the 
first. 

It seems fairly certain that the slight revival in output 
reflects the stimulus given to consumer trades by the 
relaxation in hire-purchase restrictions in September and 
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October. Sales of furniture and furnishings, for exam- 
ple, were 36 per cent higher in October than a year 
earlier, and those of hardware, radio and electrical 
goods, and cycles were 17 per cent higher. In Novem- 
ber hire-purchase sales of cars were more than twice 
those a year earlier; and sales of radio and electrical 
goods had increased by nearly three fourths. 

There is less evidence of an immediate revival in 
the capital goods trades. The Board of Trade’s latest 
analysis suggests that there will be a fall of about one 
tenth in the capital expenditure of manufacturing indus- 
tries in 1959. These expectations are based on returns 
received from companies during December and Janu- 
ary and are rather better than those based on returns 
received during July and early August, which suggested 
that there would be a fall in capital spending by manu- 
facturing industries of around 16 per cent. The Board 
of Trade points out that this improvement in expecta- 
tions is the result not of any change in outlook in indus- 
try but of an increase over six months ago in the num- 
ber of companies able to provide an answer for 1959. 
The fall in capital expenditure by manufacturing indus- 
try, however, is expected to be offset by increases in 
capital expenditure by the distributor and service trades. 
If total capital expenditure by the private sector for the 
year is to be equal to that for 1958, some increase in 
activity in the capital goods trades from the present level 
will be needed. 

Source: The Times, London, England, January 30, 
1959. 


Bank Advances in the United Kingdom 

The volume of bank credit in the United Kingdom 
rose in 1958 more than in any other year since 1947. 
Total net deposits rose by £245 million, or 3% per cent. 
The increase was associated with a decline in liquid 
assets; the ratio of liquid assets to gross deposits fell 
from 38.4 per cent at the end of 1957 to 34.6 per cent. 
During the year advances rose by £366 million, or 
almost one fifth. The increase in advances after the 
middle of the year was such that the banks had to 
reduce their investment portfolios although their pur- 
chases in the first half of the year were sufficient to 
keep the year-end figure of investment some £54 million 
above that a year earlier. 

The mid-January statement shows a further decline, 
of £81 million, in investments in the first three weeks 
of 1959, much of which reflected the maturity of 2 per 
cent Conversion Stock 1958/59 on January 15 rather 
than further sales of stock. 

Source: The Economist, London, England, January 31, 
1959. 


Control of Borrowing in the United Kingdom 


The U.K. Government announced that, with effect 
from February 5, the control of borrowing and of the 


raising of money by the issuing of shares and other secu- 
rities by persons and companies resident in the United 
Kingdom has been ended. The regulation is still in 
force which requires borrowers from outside the United 
Kingdom to apply individually for the consent of the 
Treasury after reference to the Capital Issues Commit- 
tee when seeking to raise more than £50,000 in any 12 
months, and local authorities wishing to borrow on the 
stock market will continue to require Treasury consent. 
Source: The Times, London, England, February 5, 
1959. 


Credit Policy in France 


On February 5 the basic discount rate of the Bank 
of France, which had been lowered by 0.5 per cent on 
October 16, 1958 (see this News Survey, Vol. XI, 
p. 134), was further reduced by 0.25 per cent to 4.25 
per cent. The rate for advances on securities was at 
the same time reduced by 0.5 per cent to 6.5 per cent. 
The penalty rates that banks were to pay for central 
bank credit above their individual credit ceilings, as 
well as the other rates charged by the Bank of France, 
were maintained unchanged. 

The National Credit Council decided on February 5 
that the reduction in the basic discount rate of the Bank 
of France would be accompanied by lowering the mini- 
mum prescribed for certain rates charged by commer- 
cial banks. With a view to encouraging further exten- 
sion of commercial bank medium-term credit to the 
private sector for equipment, it decided also to elim- 
inate the credit ceiling introduced on February 7, 1958 
(see this News Survey, Vol. X, p. 267), which limited 
the volume of total credit extended by each commercial 
bank to the average of the credit outstanding on Sep- 
tember 30 and on December 31, 1957. Commercial 
banks are still required to hold 25 per cent of their 
liabilities in treasury paper, and the ceilings for redis- 
counts of short-term paper at the Bank of France remain 
unchanged. Those ceilings had been reduced by 35 per 
cent in 1957 and have not since been modified. 

Commenting on the decisions taken, the National 
Credit Council declared that in order to achieve price 
stabilization and a balance of payments surplus, it was 
necessary to relax credit restrictions gradually and to 
the extent that the stabilization program was successful. 
In January 1959 the flow of capital into France 
exceeded $400 million. This large inflow and the neces- 
sity to foster investment to facilitate France’s partici- 
pation in the European Common Market and to main- 
tain a high level of activity and employment explain the 
measures taken in the field of credit. 


Sources: Le Monde, Paris, France, February 6 and 7, 
1959. 
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Wages and Salaries in Denmark 

Wages and salaries in Denmark are linked to a modi- 
fied cost of living index (1914=100); a rise of six 
points in this index brings automatically an upward 
adjustment of wages and salaries by one so-called bonus, 
which is a fixed amount. Adjustments, if called for, 
are made twice a year, on the basis of the index figures 
for January and July. 

In 1957, wages were adjusted both in January and 
in July, but no increases were called for in 1958. The 
general wage level rose, however, by 2 per cent in 1958, 
because of a new three-year wage agreement concluded 
in that year, and the salaries of government employees 
were raised by a new law passed in June 1958. 

Higher rents and food prices toward the end of 1958 
caused a sufficient rise in the wage-regulating index in 
January 1959 to make mandatory two cost of living 
bonuses. About one million wage and salary earners 
and 350,000 beneficiaries of old age pensions will be 
affected. Effective March 1, wage earners will get 
approximately DKr 20 (US$2.90) more per month, 
an increase of about 2 per cent, and beginning Febru- 
ary 1 the salaries of white collar workers will also 
increase by DKr 20 per month. For civil servants, the 
increase will vary from DKr 26 to DKr 78 per month 
and become effective April 1. Old age pensions will 
be increased by amounts varying between DKr 5 and 
DKr 8 per month, effective April 1. The total increase 
in incomes has been estimated at DKr 300 million 
(US$43.4 million) per annum. 


Source: Politikens Ugeblad, Copenhagen, Denmark, 
February 1-7, 1959. 


Credit Policy in Norway 

In accordance with the practice which has been fol- 
lowed for several years (see this News Survey, Vol. X, 
pp. 197 and 244), negotiations between representatives 
of private banks, the Ministry of Finance, and the Bank 
of Norway have resulted in an agreement about the 
credit policy to be followed in Norway in the year ahead. 
Because of the price situation and the balance of pay- 
ments position, the Bank of Norway deems it advisable 
to permit only a limited expansion of credit in 1959. 
Under these circumstances, the Bank believes that credit 
policy should aim at maintaining the liquidity of the 
banking system at its present level. 

In order to prevent the amortization of internal gov- 
ernment debt (which will amount to more than NKr 500 
million in 1959) and the financing of the state banks 
from causing an expansion of liquidity, the Government 
will have to issue new loans of NKr 500-600 million. 
The credit institutions are expected to continue to 
reinvest in government bonds any funds derived from 
the amortization of government or government- 
guaranteed bonds. In addition, the savings banks have 


agreed to increase their holdings of government and 
government-guaranteed bonds by at least 25 per cent 
of any increase in their deposits; and the commercial 
banks have agreed to maintain their holdings of gov- 
ernment and government-guaranteed bonds at the level 
held on December 1, 1958. The insurance companies 
are expected to invest at least NKr 85 million in new 
government loans; when redemptions are taken into 
account, their holdings of government and government- 
guaranteed bonds should increase by at least NKr 60 
million. 

The banks and insurance companies are also expected 
to cooperate in placing loans for the financing of power 
stations, Norwegian shipyards, industrial enterprises, 
and mortgage credit associations. The individual bank 
should decide the extent to which increased credits 
should be made available, but the agreement stresses 
the need for granting credit to enable competitive enter- 
prises to maintain production and employment, espe- 
cially during the winter months. The banks should also 
endeavor to grant credit for the stockpiling of goods 
produced by Norwegian companies having temporary 
marketing difficulties and for exports of capital goods 
when such exports would not otherwise take place. 

For foreign exchange reasons, imports of ships should 
be financed, to the greatest extent possible, by borrow- 
ing abroad. 

The banks are also advised to reduce gradually their 
overdraft facilities, especially in cases where the over- 
drafts granted have not been fully utilized. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, January 29, 1959. 


German Foreign Trade 

Total imports of the Federal Republic of Germany 
(excluding the Saar but including West Berlin) 
amounted to DM 2,876 million in December 1958, 
3.7 per cent more than in December 1957 and 3.1 per 
cent more than in November 1958. Exports, at 
DM 3,457 million, were 5.8 per cent higher than in 
the same month of 1957 and 7.1 per cent higher than 
in last November. Thus, the foreign trade surplus in 
December 1958 was DM 581 million, compared with 
a surplus of DM 493 million in December 1957. Im- 
ports in the whole of 1958 totaled DM 31.1 billion, 1.8 
per cent less than in 1957. Since average import prices 
were 8 per cent less than in 1957, the total volume 
of imports actually rose by 7 per cent. Exports last 
year reached DM 37 billion, an increase over 1957 of 
2.8 per cent in value and 3.6 per cent in volume. Ger- 
many’s trade surplus therefore rose to DM 5.9 billion, 
from DM 4.3 billion in 1957. 


Source: Deutsche Bundesbank, Ausziige aus Pressear- 


tikeln, Frankfurt am Main, Germany, Janu- 
ary 23, 1959. 
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Middle East 


Decisions of the Arab League Economic Council 

In addition to establishing the Arab Financial Insti- 
tution for Economic Development (see this News Sur- 
vey, Vol. XI, p. 241), the Arab League Economic 
Council made a number of recommendations and deci- 
sions at its meetings in Cairo (January 5-14, 1959). 
The Temporary Arab Economic Unity Council has been 
established to study an agreement for economic unity 
among the Arab countries and to make recommenda- 
tions for the establishment of the Arab common market. 

The Council also recommended that the Arab Treaty 
of Mutual Defense and Economic Cooperation be 
amended with a view to allowing nonmembers of the 
League to participate in the activities of the League’s 
Economic Council. 

An amendment of the Arab Trade Exchange Agree- 
ment was approved which would extend preferential 
tariffs on Arab goods. Industrial products will be sub- 
ject to 65 per cent of the regular tariff (instead of 75 
per cent), and agricultural goods to 40 per cent of the 
regular tariff (instead of 50 per cent). 

The Council agreed that the U.A.R. should call a 
meeting of the parties to the Arab Transit Agreement 
in Damascus within two months for the purpose of 
implementing this Agreement. 

An Arab navigation company is to be established 
with a capital of LE 5.3 million. The capital stock will 
be subscribed by the Arab countries (both governments 
and nationals) according to the following percentages: 
the U.A.R., 40 per cent; Iraq, 14 per cent; Saudi Arabia, 
14 per cent; Lebanon, 5 per cent; the Sudan, 4 per cent; 
Jordan, 2.5 per cent; Yemen, 2 per cent; Libya, 1.5 
per cent; and Kuwait, Tunisia, Morocco, Qatar, and 
Bahrein, 17 per cent in total. The subscription should 
be completed within one year and the company would 
come into existence when four countries subscribing 
to at least 50 per cent of the capital have joined. 

The Council decided to call a meeting on March 5, 
1959 for the purpose of laying down conditions for the 
establishment of the Arab Airways Company. It also 
took a decision on means of encouraging tourism in 
the Arab countries. 


Source: Al Ahram, Cairo, Egypt, January 15, 1959. 
Sudan's Exchange Controls 


To reduce the strain on the Sudan’s foreign exchange 
reserves, the yearly allowances for leave travel purposes 
have been reduced for adults from LSd 200 to LSd 100 
per capita, and for children from LSd 100 to LSd 25 
per capita. Sudanese nationals by domicile or grant 
will no longer be accorded the privilege of transferring 


their savings abroad. Foreign expatriates will continue 
to enjoy the same remittance facilities as hitherto. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, January 1959. 


Saudi Arabian 1959 Budget 

The Saudi Arabian budget for the year 1959 (1378- 
79 Hegira) was announced by Royal Decree on Janu- 
ary 14, 1959. Revenue and expenditure are balanced 
at SR 1,410 million. A draft budget for 1958, published 
in January 1958 but later canceled, placed revenue at 
SR 1,500 million and expenditure at SR 1,375 million. 
An official statement issued at the same time pointed 
out that the budget had been prepared at the proper 
time, i.e., at the beginning of the financial year, for the 
first time in the history of the country. It promises that 
the Government will continue to fight extravagant spend- 
ing and that allocations for major projects will be 
increased only after completion of the program for the 
stabilization of the currency. The State has contracted 
no new loans since the introduction of its new economic 
policy in April 1958, and the free market exchange rate 
for the Saudi riyal has been strengthened from Saudi 
riyals 6, qurush 4 to Saudi riyals 5, qurush 4 to the 
U.S. dollar (1 riyal—=22 qurush). This improvement is 
attributed to the new policy of reducing government 
expenditure and restricting imports, which made it pos- 
sible not only to avoid new loans but also to reduce 
state liabilities by SR 313.5 million between July and 
December 1958. 

Since last spring the Saudi Arabian Monetary Agency 
has been functioning as a central bank controlling bank- 
ing transactions and planning monetary policy in gen- 
eral. The prohibition of the importation of passenger 
cars originally imposed for six months in May 1958 
has been extended for another six months until 
May 1959. 


Source: Middle East Economic Digest, London, Eng- 
land, January 23, 1959. 


Far East 
India's Export Earnings 


According to provisional figures, the value of India’s 
exports in the first 11 months of 1958 was approxi- 
mately Rs 5,370 millon (US$1,128 million). It is esti- 
mated that the total value of exports for the full year 
will be about Rs 5,800 million ($1,218 million), a 
decline of about Rs 250 million ($53 million) from 
earnings in 1957, excluding shipments of lend-lease 
silver to the United States. 

Source: The Times of India, Bombay, India, Janu- 
ary 24, 1959. 
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Ceylon’s Foreign Trade 
Ceylon had a trade surplus of Rs 54 million (US$11.3 

million) in the first 11 months of 1958, compared with 

a deficit of Rs 85 million ($17.9 million) in the same 

period of 1957. In January to October 1958, the terms 

of trade improved by 5.6 per cent, reflecting chiefly a 

fall in import prices (mainly food and textiles) which 

more than offset a decline of 2.8 per cent in export 

prices (mainly rubber). 

Sources: Central Bank of Ceyion, Bulletin, Decem- 
ber 1958, and Ceylon News, January 15, 
1959, Colombo, Ceylon. 


Ceylon's Industrial Projects 

The Ministry of Industries and Fisheries has com- 
pleted plans for 13 industrial projects in Ceylon, which 
will cost over Rs 570 million. These projects will form 
part of a five-year major industrial plan starting in the 
fiscal year 1959-60. Technical investigations have 
already been completed on 7 of the new projects: 
ceramics, fertilizer, sugar, by-products of sugar, cotton 
spinning and weaving, brick and tile, and salt-glazed 
pipes. Investigations are currently being conducted on 
the following: iron ore mining and smelting, paper, 
foundry and machine tools, glass sheet and utility ware, 
telecommunication equipment, and fabricated housing. 
Two of the 13 projects are expected to go into produc- 
tion in 1962 and the rest in 1963. The Ministry also 
has a fisheries development scheme with an annual 
expenditure of Rs 35 million over a ten-year period. 
Source: Ceylon News, Colombo, Ceylon, February 5, 

1959. 


Revision of Thai Industrial Promotion Act 

The revised version of the Thai Industrial Promotion 
Act of 1954, which was issued on December 8, 1958, 
is expected to become law when the new Assembly 
convenes. The salient features are as follows: no pri- 
vate enterprises will be nationalized; imports of machin- 
ery, parts, and accessories for new factories are exempt 
from import duty; an income tax holiday, varying from 
two to five years, will be approved for new enterprises; 
capital and profits after taxes may be freely remitted; 
when skilled technicians and laborers are not available 
in Thailand, they may be recruited abroad and per- 
mitted to enter the country even if their entry means 
that existing immigration quotas are exceeded; exemp- 
tion from or reduction of import duties on some raw 
materials may be granted; exemption from or reduc- 
tion of export duties on certain products may be 
granted; and protection may be granted to a new enter- 
prise by imposing import restrictions or higher tariffs 
on foreign products that are similar to those manufac- 
tured by the enterprise or by prohibiting the establish- 
ment of similar enterprises. 


Privileges granted under the old act are not affected 
by the revised regulation. The first six benefits listed 
above will apply automatically when an industry is 
designated as one requiring government promotion. 
Negotiation will be required only in regard to the 
exemption or reduction of import duties on raw mate- 
rials and the protection of new enterprises by the means 
specified. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., January 12, 1959. 


Fertilizer Production in Taiwan 


In 1958 the output of the Taiwan Fertilizer Corpo- 
ration, the leading producer of fertilizer in Taiwan, 
reached the record total of 208,784 metric tons. The 
Kaohsiung Ammonium Sulphate Corporation and the 
Haulien Nitrogen Fertilizer Corporation also have an 
annual productive capacity of 70,000 tons of nitro- 
genous fertilizer each. Despite high output in 1958, 
however, it was still necessary to import about US$20 
million worth of fertilizer, mainly from Japan. 

Source: Chinese News Service, Press Release, New 
York, N.Y., January 20, 1959. 


Japan's Exports in 1958 

Japan’s exports in 1958 were greater than in any 
preceding postwar year, although the rate of increase 
itself showed a tendency to fall. The total value of 
exports, based on bank certifications of export declara- 
tions, was $2,894.5 million, slightly more than 1 per 
cent more than in 1957, when exports totaled $2,861.4 
million. The rate of increase in 1957, compared with 
the previous year, had been 15.5 per cent. 

Exports to the dollar area totaled $1,514.1 million, 
12.3 per cent more than in 1957, but there were sub- 
stantial declines in shipments to other markets. Exports 
to the sterling area fell by 3.3 per cent, to $1,221.7 
million, and exports to the open account area by 36.3 
per cent, to $158.7 million. 

Exports of iron and steel rose sharply, accounting 
for $312.7 million, or 28.7 per cent more than in 1957. 
This was due mainly to a decline in the price of Japa- 
nese steel. Exports of foods and beverages increased 
by 20.4 per cent, mainly as a result of increased ship- 
ments of canned salmon to the United Kingdom. 

Textile exports, on the other hand, fell by 9.8 per 
cent, to a total of $908.8 million; the decrease for raw 
silk was 47.6 per cent, for cotton goods, 7 per cent, 
for synthetic fiber goods, 10.8 per cent, and for woolen 
goods, 18.7 per cent. 

Sources: Nihon Keizai Shimbun, Tokyo, Japan, Janu- 
ary 29, 1959; The Journal of Commerce, New 
York, N.Y., February 3, 1959. 
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Indonesia's Rice Requirements for 1959 

The Indonesian Ministry of Information has an- 
nounced the Government’s plan to meet its commitments 
to supply the rice requirements in 1959, estimated at 
about 1.25 million metric tons. A major portion of 
this requirement, 729,000 tons, will be met by imports, 
on a government-to-government basis, from the follow- 
ing countries: Burma, 300,000 tons; Mainland China, 
175,000 tons; the Soviet Union, 168,000 tons; Brazil, 
60,000 tons; and other countries, 26,000 tons. Of the 
remainder, 441,000 tons will be supplied from new 
domestic procurements, and 80,000 tons from stocks 
of domestic procurements in 1958. The planned imports 
of 729,000 tons will be the third largest so far in any 
one year; the largest rice imports, 766,000 tons, were 
in 1952, followed closely by imports of 763,000 tons 
in 1956. In 1957, imports totaled 563,000-tons; and 
in the first seven months of 1958, 368,000 tons; later 
data are not yet available. 


Sources: Biro Pusat Statistik, Statistik Konjunktur, No- 
vember 1958, and /ndonesian Observer, Jan- 
uary 9, 1959, Djakarta, Indonesia. 


United States and Canada 


U.S. Direct Investment Abroad 


The report of a recent U.S. Department of Commerce 
survey of the operations of U.S. direct investment enter- 
prises abroad presents data on total sources and uses 
of funds of these enterprises on a world-wide basis; 
such information has previously been limited to the 
Latin American area, for which results of a similar 
survey were reported in January 1957 (see this News 
Survey, Vol. IX, p. 237). 

The funds available in 1957 to subsidiaries and 
branches of U.S. companies abroad amounted to $6.5 
billion. More than two fifths of this total, or $2.75 
billion, came from net income. Foreign financing and 
depreciation and depletion charges also provided almost 
two fifths, the remainder being accounted for by net 
capital outflows from the United States. Of the total 
of $6.5 billion, $3.6 billion was absorbed by gross 
investment abroad in property, plant, and equipment, 
about 75 per cent more than the net direct investment 
outflow reported in U.S. balance of payments statis- 
tics. (This is exclusive of $350 million of exploration 
and development expenditures in the petroleum indus- 
try which is charged against income.) Expenditures 
in mining, manufacturing, and petroleum industries 
abroad in 1957 were $3.2 billion; domestic expendi- 
tures in these industries in the same year amounted to 
$17 billion, so that about 15 per cent of the over-all 
expansion of productive facilities by these industries in 
1957 was in foreign operations. Dividends and remitted 


branch profits amounted to $1.7 billion, or about 60 per 
cent of net earnings. Investment in inventories, accounts 
receivable, and other assets amounted to $1.3 billion. 

The petroleum industry accounted for almost 60 per 
cent of total sources and uses of funds arising from 
operations abroad in 1957. As a consequence of this, 
Latin America was the largest area for U.S. investment; 
at $2.3 billion, it accounted for over one third of total 
sources and uses of funds. 


Source: Department of Commerce, Survey of Current 
Business, Washington, D.C., January 1959. 


Canada’s Foreign Trade in 1958 
The total value of imports into Canada in 1958 was 
$5.2 billion, 8 per cent less than in 1957. Exports fell 
slightly to $4.9 billion, and the import surplus was 
thus reduced from almost $700 million in 1957 to $270 
million in 1958. a . 
On a seasonally adjusted basis, exports declined in 
the first quarter of 1958, rose in the second, declined 
again in the third, and increased significantly in the 
final quarter of the year. Imports began to decline in 
the first quarter of 1957, continued to fall in subse- 
quent quarters up to and including the third quarter of 
1958, and then rose considerably in the fourth quarter. 
Imports from the United States fell about 11 per 
cent—more than total imports—and exports declined 
by 1 per cent. The consequent reduction in the trade 
deficit with the United States from $1.06 billion in 1957 
to $660 million in 1958 contributed greatly to the 
decrease in the over-all import surplus. Higher exports 
of beef cattle and uranium offset declines in exports of 
other commodities. The fall in imports was greatest in 
iron and steel goods, especially in nonfarm machinery 
and primary iron and steel, where it was related to the 
reduction in investment activity in Canada. The pro- 
portion of Canadian imports coming from the United 
States fell from 71 per cent to 69 per cent of the total, 
while the proportion of imports from the United King- 
dom went up to 10 per cent from 9 per cent. The share 
of the United States in Canadian exports declined only 
slightly; exports to the United Kingdom were 16 per 
cent of total exports, compared with 15 per cent in 1957. 
Exports to the United Kingdom rose by more than 
5 per cent, and the increase in imports from the United 
Kingdom was 1 per cent. As a result, the export sur- 
plus with the United Kingdom, $255 million, was $35 
million more than a year ago. Exports to other Com- 
monwealth countries increased by 21 per cent, owing 
mainly to large shipments of Canadian-financed wheat 
to India and Pakistan; with a decline in imports of more 
than 12 per cent there was a shift from a small trade 
deficit in 1957 with these countries to an export surplus 
of $75 million in 1958. The export surplus with all 
other countries together was reduced from $150 million 
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to $65 million, as exports fell by about 7 per cent and 
imports rose by some 2 per cent. 

The Canadian exchange rate, which had stood at the 
low figure of US$1.0091 in January 1958, averaged 
US$1.033-1.035 during the last three quarters of the 
year. In September, when short-term capital exports 
were favored by the faster increase in interest rates in 
the United States, it fell to less than US$1.02. The 
Canadian Government’s official gold and U.S. dollar 
holdings were allowed to decline by almost $50 million 
between the end of July and the end of September, but 
by the end of December had been increased again by $40 
million to $1,939 million. For the year as a whole, 
reserves increased by $110 million, mainly as a result 
of purchases of domestically produced gold. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, February 6, 1959. 


Latin America 


Chile's Exchange Rates 

The exchange rate for the Chilean peso in the bank- 
ers’ market, which had been set at Chil$991-993 per 
U.S. dollar on December 10, 1958 (see this News 
Survey, Vol. XI, p. 204), was further reduced to 
Chil$1,004-1,006 per U.S. dollar on January 20, 1959 
and to Chil$1,049-1,051 on January 27. Commercial 
banks, which hitherto were permitted to deal in foreign 
exchange only for certain purposes, were authorized to 
buy and sell foreign exchange in all forms on cash 
terms. These movements have been interpreted as part 
of a plan to establish a single rate of exchange by fixing 
the bankers’ market rate, which is used in trade trans- 
actions, at the same figure as the free brokers’ rate, 
which is used for tourist and capital funds. The brokers’ 
rate, which had been Chil$1,100-1,110 per U.S. dollar 
on January 26, recovered to Chil$1,075-1,085 the 
following day, and the quotation on February 6, 
Chil$1,048-1,052, was practically identical with the 
bankers’ market rate. 
Sources: The Journal of Commerce, New York, N.Y., 

January 21 and 29 and February 10, 1959. 


Other Countries 


Gold Production in South Africa 

Gold production in South Africa in November 1958 
amounted to 1,517,193 fine ounces, valued at 
£18,933,304, the second highest monthly total on rec- 
ord. Output in the Orange Free State attained a new 
monthly peak total of 388,450 fine ounces. The export 
value of prescribed materials, under the Atomic Energy 
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Act, for the first 11 months of 1958 totaled £48.7 mil- 
lion, £2.7 million more than in the corresponding period 
of 1957. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, January 1959. 


Ghana's Currency 


By the end of November 1958, £14 million of West 
African Currency Board notes and nearly £2 million in 
coin had been withdrawn from circulation in Ghana. 
The Bank of Ghana’s note circulation amounted to 
nearly £24 million, while £4 million in notes and £5.9 
million in coin of the West African Currency Board 
issues were still in circulation. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, January 1959. 


Relaxation of Import Restrictions in Trinidad and Tobago 

The Government of Trinidad and Tobago has an- 
nounced a relaxation of restrictions on imports from the 
dollar area. The relaxation followed generally the U.K. 
program announced at the Commonwealth Trade and 
Economic Conference last September. Effective Janu- 
ary 1, 1959, a wide range of items may be imported 
from the United States and other dollar countries with- 
out restriction. These include almost all industrial and 
agricultural machinery, virtually all office equipment, 
certain basic foodstuffs, newsprint, and many crude 
materials for industry. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., February 2, 1959. 


Fund Executive Director 


The Earl of Cromer has been appointed Executive 
Director of the Fund for the United Kingdom as of 
February 2, 1959, to succeed Mr. G.F. Thorold. Lord 
Cromer was formerly Managing Director of Baring 
Brothers and Co., Ltd. He has reappointed Mr. G.J. 
MacGillivray as U.K. Alternate Director. 
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